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TO WHOM IT MAY CONCERN 

SUBMISSION TO TWK MUNICIPAL COUNCIL: CALENDON MALTINGS (AB INBEV) AND 

THEEWATERSKLOOF MUNICIPALITY WATER SECURITY 

CHALLENGES 

1. Purpose 

Caledon Makings (the Makings) a subsidiary of SAB (Pty) Ltd and an entity within AB Inbev, a 
global FMCG company, has been trying to for the last two to three years to engage the 
Theewaterskloof Municipality (TWK or the municipality) in a meaningful way to negotiate more 
sustainable water tariffs with very limited success. The production of the Makings was badly 
affected in 2017 and 2018 due to severe water restrictions. The tariff increases imposed by TWK 
have escalated significantly over the last four years, with substantial cost implications on the 
company. 

The Makings then elicited the assistance of The Green Economy unit within the Department of 
Economic Development and Tourism (DEDAT) to assist with facilitating engagements between 
TWK and the Makings since June 2018 in an attempt to increase current and future water security 
for the Makings operations while taking the financial sustainability of TWK into account. 

In a recent meeting held with representatives from the Matlings, Western Cape Local Government, 
the Green Economy and TWK salient points regarding water and water rates faced by the Makings 
as a business within the TWK Municipality was discussed. 
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This submission serves to inform the Municipal Council of the impact of the high water tariffs 
issued to the Makings annually by TWK is affecting the Makings business adversely and threatens 
their sustainability. The Makings also aims to propose solutions and hoping for a mutually 
beneficial relationship with TWK Municipality going forward. 

2. Background 

2.1 Direct and potential economic impacts 

Significant economic impact has been felt by the Makings due to the water restrictions imposed in 
response to the severe drought. 

In 2016, malt production was 184 387 tonnes. In 2018, this decreased by 61 709 tonnes, a. 33% 
decrease, due to significant water restrictions as water security was under treat. It must be noted that 
the Caledon Makings plant is the most water efficient plant of all AB InBev’s making plants 
(globally) i.e. water restrictions directly impact production as there is little room for further 
efficiencies. 

Any water restriction will have a direct link to lower production of malt. This directly impacts how 
much barley the company can purchase from local farmers. In order to protect the farmers supplying 
barley from the shock of the water crisis, Caledon Makings continued to buy raw materials that they 
could not utilise for malt production due to the water restrictions. This resulted in R350 million 
worth of raw material that was bought by the Makings not being used for malt production. A further 
loss of R50 million sits within the supply chain of local barley. The company cannot continue to 
absorb impacts of this nature and are facing increased pressure from ABInBev headquarters. 

During 2018 when the water restrictions was at 35%, the plant was totally shutdown for 83 days. 
For an organisation of this size it is extremely difficult to be unproductive for such a long period 
without taking some drastic measures to reduce cost, hence a decision was made to take permanent 
employees off shits and limiting overtime. Permanent employees lost on average R 3 500 per 
month for two months. The temporary employees were unemployed for two months of the year. 
Cleaning contractors also lost income and broadly, speaking employees within the Agriculture 
sector, are at risk. 
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Plant expansion for 2020 is aimed at producing 191 000 ton Malt, resulting in 229 200 ton Barley 
usage which would require a consistent supply of water. This expansion can also secure and assist 
with job creation for the community of Caledon. Caledon Makings therefore requires assurance of 
current and future water supply at an affordable price. 

AB Inbev constantly monitors and benchmarks plant performance across their 17 global makings 
operation. There is precedent in the global company (AB InBev) of under-performing operations 
being shut down and Caledon Makings wants to ensure that we don’t suffer the same fate - we 
currently employ 81 permanent staff, 50 casual staff and procure from 150 suppliers. Additionally, 
they buy barley directly from 425 farmers including emerging farmers (R1.8 billion for the local 
agricultural economy). 

2.2 Water tariffs 

Water tariffs charged over by the TWK Municipality shows an annual increase of 17 % year-on-year 
over 4 years which is substantially higher than inflation in South Africa. These increases included 
drought levies, which were applied during the cause of the drought, and an indiscreet tariff bracket 
change to ‘other commercial customer’ without notification resulting in a higher cost during August 
2017, and after enquiries, the Makings request an application to be changed to a “bulk industrial 
user” tariff bracket in January 2018. During August 2018 the water tariff was increased by 105% 
where after drought restrictions were lifted and the Makings were relieved with a reduction of 30%. 
In July 2019 another steep annual increase of 33% was applied. 

The industrial tariffs in TWK (under no restrictions) increased by 7% for the fixed fee and 25% for 
the consumption tariffs between 2017/18 and 2018/19. During the same period, the consumption 
tariffs for level 1, 2 and 3 restrictions went up 25%, 40% and 50% respectively. During the height of 
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the drought, the amount paid for water by Caledon Maltings increased by 88% (comparing 2017/18 
normal tariff against 2018/19 level 3 restriction tariff). 

This had considerable cost implications on Caledon Makings’ operations, on top of the need to 
reduce their production by between 45% and 70% due to water restrictions. 

The municipality has increased both the fixed charge and consumptive tariff for 2019/20 by 24%. 
Part of this increase is due to Overberg Water imposing a 4% increase on the cost of water sold to 
the municipality. 

The municipality has earmarked a budget spend of just over R17 million for bulk water procurement 
for the 2019/20 financial year. Caledon Maltings current annual (2019/2020) water bill is estimated 
to be R28 million and they account for 52% of TWK’s water usage. 

In conjunction to these high tariff increases and the drought restrictions the Maltings we were 
compelled to become more efficient in what we do and how we use our water. Over the period of 
January 2016 and December 2019 cost versus usage inconsistent pattern. It started with a base of 
R15m for 658 K/l and as of 2017 cost increase by 35% and usage dropped by 19%. During 2018 
cost and usage dropped by 13% and 20% respectively, but during 2019 cost and usage increased 
again by 49% and 33% respectively. The trend is discordant due to the 17% tariff increases year-on- 
year and the drought restrictions applied. 

When one compares Caledon’s water rates with the water rates in other local and global ABInBev 
production sites, Caledon’s water is significantly more expensive than the rest of the country and the 
world. 

2.3 Sustainability 

It is imperative that the Maltings become sustainable and has therefore implemented the laying of a 
12km pipeline from a borehole on a SAB property to augment its water supply for sustained 
performance. The Maltings can potentially substitute up to 30% of its water supply. This will 
increase the Maltings performance from an efficiency point of view and the water sustainability will 
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be sufficient in terms of costing. The Makings also implemented various other water efficiency 
programs. 

3. Recommendations 

The Maltings would greatly appreciate it if the TWK could reduce water rates to R29/kl with 
increases in line with South African inflation for the next 3 years or have a 0% increase for the 
next 3 years on the current rate of R44/kl, with any drought reliefs also flowing to the Maltings. 

4. Closing 

The Maltings, a subsidiary of SAB and a proud member of the AB Inbev family believes, 
collectively we can find a workable solution to enable continued economic sustainability in the 
Theewaterskloof Municipality, preventing job losses in both the production and agricultural sectors. 




Lauren Steytler 

Plant Manager: Caledon Maltings 
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